HB 1403 -- Retainage in Building Contracts
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This bill creates several requirenments and restrictions involving
“retainage,” the practice of w thholding a percentage of the
paynment for a construction project, pending satisfactory
conpletion of the project. The bill imts retainage to 5% of
the contract. The contractor may give the owner a substitute
security and demand paynent of the retainage. Subcontractors may
do the same with contractors. The bill sets forth the types of
securities that wll satisfy the requirenment, including
certificates of deposit, retainage bonds, and unconditi onal
letters of credit. Contractors are entitled to any incone earned
fromthe securities while deposited with the owner. Contractors
may not w thhold extra retainage froma subcontractor, unless the
subcontractor’s perfornmance is not in accordance with the terns
of the subcontract. Contractors nust pass along to any
subcontractors the retainage they are paid on a pro rata basis.
Subcontractors may be rel eased prior to conpletion of the entire

project, and contractors nay request an adjustnent in retainage



necessary to pay these subcontractors in full. Wthin 30 days of
the substantial conpletion of the project, all retainage or
substitute security nust be rel eased by the owner to the
contractor, |ess 150% of the costs to conplete any renaining
itens. Upon receipt of this retainage, contractors nust rel ease
subcontractors’ share of the retainage within 7 days.
Construction contracts will be unenforceable to the extent that
they are inconsistent with the requirenments of the bill. Courts
may award 18% i nterest on inproperly w thheld retai nage and nay
award attorney’s fees in actions to enforce the bill. Contracts
for the construction of residential buildings with 4 or fewer

units are exenpt fromthe bill



